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AFFORDABLE CARE ACT (ACA) - STATED GOALS

« Enacted in March of 2010, health reform’s stated goals were :
— Provide access for 30+ million uninsured (#1 objective)
— Cost control
— Quality

» Focusing on all three goals was a challenge

« Two key items within ACA
— Individual Mandate
- Requires all individuals to have minimal value insurance

- For 2015, $325 per uninsured person or 2 percent of
household income over the filing threshold, and

- For 2016 and beyond, $695 per uninsured person or 2.5
percent of household income over the filing threshold.

— Employer Mandate

- Requires State to report to IRS who was offered coverage (and

who enrolled), whether the coverage was comprehensive and
met all ACA requirements, and whether that coverage was
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KEY ELEMENTS OF HEALTH CARE REFORM FOR EMPLOYERS

Employer shared responsibility;

2015 & 2016 Child coverage to end of month of 26t birthday®

Transitional reinsurance fees first due in early/late 2015

Additional employer and insurer reporting and disclosure (reporting due in early 2016)
Broad expatriate plan relief available for qualifying plans.

* 40% excise tax on “high
cost” or Cadillac employer-
sponsored health coverage

« Change in tax treatment for over-age child » Employers to distribute uniform » Health insurance exchange coverage begins
coverage summary of benefits and coverage + Individual coverage mandate®
« Early retiree medical reinsurance (SBC) to participants » Financial assistance for exchange coverage of low-
— . . . » 60-day advance notice of mid-year and middle-income individuals
+ Accounting impact of change in Medicare retiree dru ; g,
subsidy tag trepatment d J material modifications to SBC content | . State Medicaid expansion (only in some states)
« Medicare prescription drug “donut hole” beneficiary ° Form ¥W-2 reporting for health coverage (triCk N1« Child coverage to age 262
rebate 2012 for W-2 form provided in early 2013) + No annual dollar limits on essential health benefits? (generally

+ Break time/private room for nursing moms banning stand-alone HRAs for active employees)
» No pre-existing condition limits?

* No Iifgtime dollar limits on essential health « $2,500 (indexed for inflatipn) perplan| No waiting period over 90 days (plus 1-month employment-
benefits? year health FSA contribution cap based orientation period)?
* Restricted annual dollar limits on essential (plan years on or after January 1, . Wellness limit increase allowed?
health benefits; phased amounts until 2014 2013) Healih insurance industry fees
; + Comparative effectiveness research fees first ‘
+ Child coverage to age 26 (grandfathered plans ma .
limit to childrgn with%ut ac(cgess to other er?lplo er ! due (7/31) for calendar year plans (and 11/1 2 CLLUBITEL SRl ieliel el RIT USRI s,
e e y and 12/1 plans) including limits on in-network out-of-pocket maximums, provider
« No pre-e>;isting condition limitations for enrollees up to | © EMPloyers notify employees about exchanges nondiscrimination, and coverage of foutine patient costs of
age 197 and no rescissions' by Oct. 1, 2013; to new hires thereafter clinical trial participants .
. No health ESAMRA/MSA reimbursemert for fon- « Medical device manufacturers’ fees start * Small market, non-gra'ndfat.hered insured plans must cover
orescribed drugs (except insulin) - Higher Medicare payroll tax on wages essential health benefits using a.form of communlty-r-atlng
+ Increased penalties for non-qualified HSA distributions| ~ €Xceeding $200,000/individual; " Insurers must apply guaranteed issue and renewability to non-
p q $250,000/couples grandfathered plans of all sizes

+ Additional standards for non-grandfathered health

. i 3 3 i » Health Insurance exchanges 2015 open enrollment period
plans, including preventive care in-network with no t?Q:tr:r?eegPtx(eeilce?frgcrtetlree drug subsidy tax (11/15/14 — 2/15/15) e 2 2
cost-sharing, coverage of emergency Services Iin- and « Health Insurance exchanges initial ooen » Comparative effectiveness research (PCORI) fees first due
out-of-network, appeal and external review, provider . 9 P 7/31) § lend | t11/1 and 121 ol
choice, and non-discrimination rules for insured plans3| ~ enrollment period (10/1/13 —3/31/14) (7/31) for non-calendar year plans (excep an plans)
« Income-based Medicare Part D premiums 1. Applies to all plans, including grandfathered plans, effective for plan years beginning on or after 9/23/2010 (1/1/2011, for calendar

» Pharmaceutical importers and manufacturers’ fees year plans).
P 2. Applies to all plans, including grandfathered plans, effective for plan years beginning on or after 1/1/2014.
3

start . Applies to non-grandfathered plans, effective for plan years beginning on or after 9/23/2010, except that insured plan discrimination
» Medicare, Medicare Advantage benefit and payment ban is delayed until requlations issued.

reforms A temporary exemption applies to certain categories of employers.

- Insurers subject to medical loss ratio rules . A temporary exemption applies to employees of employers with non-calendar-year plans , as well as individuals who enroll in an
Exchange plan by 3/31/2014. Other exemptions may also apply.
6. Effective 2015 for applicable large employers with 100 or more full-time employees; effective 2016 for applicable large employers
with 50 or more full-time employees. Transition relief for non-calendar year plans may apply.
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EMPLOYER SHARED
RESPONSIBILITY
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EMPLOYER SHARED RESPONSIBILITY
HOW THE PAYMENT WORKS IN 2015 AND 2016

Plan Year 2015 Plan Year 2015
Does State of Arizona offer a health Does State of Arizona offer a health plan
plan to substantially 70% full-time to substantially all 95% full-time
employees (FTEs) and their employees (FTEs) and their dependent
dependent children ? children)?

Yro )

You will pay: No

$2,080 * x 38,000 = $79,040,000 el et

Applies if at least one FTE receives tax- AIED ¢ R0 = Ben tE 0
subsidized benefits for exchange Applies if at least one FTE receives tax-
coverage.

subsidized benefits for exchange

$79,040,000
Non-offering $82,080,000

Employer Payment Non-offering

Employer Payment
What does this mean for State of Arizona ?
2015: Must of offered 26,600 out of 38,000 which allows error rate of 11,400
2016: Need to offer 36,000 out of 38,000 which allows error rate of 1,900



OFFERING EMPLOYER PAYMENT IN 2015AND
2016

Does the health plan offered to FTEs satisfy You will not be
standards for both: subject to a
(1) affordability (employee-only contribution for | yag shared
plan < 9.5% of an employer affordability safe > [responsibility
harbor or employee’s household income), and payment.

(2) minimum value (60%)?
No ‘1'

You will pay the lesser of:

$3,120 x FTEs receiving tax-subsidized benefits
for exchange coverage

OR
$2,080 x (total # FTEs — first 80 FTEs)

$3,120*

Offering
Employer Payment



MINIMUM ESSENTIAL COVERAGE AND MINIMUM
VALUE, ARE NOT THE SAME!

« Minimum Essential Coverage (MEC) is defined very broadly to include virtually
any employer sponsored group health plan, governmental sponsored health
programs and individual health policies.

— Employers must offer MEC to at least 70% of their full-time employees in 2015
(95% of its full-time employees in 2016) and their children through the end of the
month in which they turn age 26 to avoid potential $2080 (indexed) “non-offering
employer” (a) payment.

- 2015 Penalty: $2080 x (total FTEs — 80 FTESs) if even one FT employee
receives a subsidy to purchase public exchange coverage.

« Minimum Value (MV) plan must pay at least 60% of total costs for essential health
benefits.

— Employers must offer affordable MEC that provides MV to FT employees and
their children through the end of the month in which they turn age 26 to avoid
potential $3,120 (indexed) “offering employer” (b) payments.

- $3,120 x each FT employee who receives a subsidy to purchase public
exchange coverage.



HOW DO YOU DETERMINE AFFORDABLE
CONTRIBUTIONS IN 20157?

« An employee’s required contribution for minimum value self-only coverage cannot
exceed 9.56% of the employee’s household income

« Safe harbors - contribution less than or equal to 9.5% of:
— Employee’s W-2 wages (Box 1)

The State of

— Hourly rate of pay x 130 hours for hourly Arizona uses

employees or monthly salary for salaried the FPL Safe
employees: Harbor

- Hourly rate greater than $7.48 will support
larger affordable employee contribution than FPL

— Federal poverty line
- $11,670(9.5%)/12 = $92.39 per month for 2015 calendar year
- $11,770(9.5%)/12 = $93.18 per month for 2016 calendar year



MEASURING EMPLOYEES

UNDER ACA




THE 30-HOUR RULE

» Full-time employees are those working on average at least 30 hours per
week or 130 hours per month

WHAT HOURS COUNT?

« When determining the 30 hour average, employers must include:
— Paid hours actually worked

— All paid-time off:
- Vacation, holiday, illness, jury duty, military duty, compensatory leave,
meritorious leave, donated leave or other paid leave of absence

- Active employee receiving disability pay, even payments from insurance
company through company disability plan (e.g. Sedgwick or Hartford)

- Special rules for certain unpaid protected leaves (e.g. unpaid FMLA) for
employers using lookback method
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HOW ARE THE HOURS MEASURED?

» Two options to measure who is a full-time employee
in the ACA:

— Monthly method
— Look-back method

» For both methods, 30-hour per week is converted to 130 hours per month (with
some flexibility to use four or five week periods for monthly method and payroll
periods for look-back method)

The State of Arizona is using the

look-back method to measure
employees.

12



HOW ARE HOURS MEASURED?

- Ongoing Employee: Employee who have worked for at least one standard measurement period is an ACA
ongoing employee (October 10" — October 9t). If employee is Ongoing, see step 2.

- New Employees: Employees who are not ongoing employees (i.e., have not been employed for at least
one standard measurement period and its associated administrative period) are classified as new
employees and are subject to a different set of rules until they become ongoing employees.

If employee is New Hire, see step 3.

- An ongoing employee who averages at least 130 hours a month over the standard measurement period is
classified as an ACA full-time employee in the next stability period. An ongoing employee who does not
average at least 130 hours a month over the standard measurement period is classified as a non full-time
or “part-time” employee in the next stability period.

- If ACA Designation Code is = FT; then employee will automatically be placed in Standard Measurement
Period and must be offered benefits immediately after hire date.

- If ACA Designation Code is = PT, V, or S; then employee will be placed into an Initial Measurement Period
and employee will be measured by the Benefit Service Division based on hours that are posted in HRIS to
determine benefit eligibly after the employee completes 11 months of service.

13



HOW DOES THE ACA DEAL WITH NEW HIRES?
NEW HIRE CLASSIFICATIONS

Full-Time or Non-Seasonal Employees: Reasonably expected to average at least 30
hours per week and is not a seasonal employee

Factors to consider include:
— Whether the new employee is replacing someone who is full-time
— Hours of service of ongoing employees who are employed in similar positions
— Whether the job was advertised or communicated as requiring 30 hours or more

Part Time Employee: Reasonably expected at hire to average fewer than 30 hours of
service per week.

Variable Hour Employee: Employer can’t reasonably know at hire whether the
employee will average at least 30 hours a week over the initial measurement period.

Seasonal Employee: Those hired into positions for which the customary annual
employment is six months or less and who commence working at approximately the
same time each year.

— An employee can be classified as seasonal even though the employee is
expected to average 30 hours or more a week. However, the employee must
meet both conditions above. "



NEW HIRES UNDER ACA
WHEN SHOULD COVERAGE BE OFFERED?

* New Full-Time or Non-Seasonal Employees

— If reasonably expected to work full-time, must be offered ability to enroll by the
beginning of the fourth calendar month of employment or risk assessments.

— Measured under the monthly method until employee completes one full standard
measurement period and administrative period.

« New Part-Time, Variable Hour or Seasonal Employees

— This group of employees will be subject to an initial measurement period and
initial administrative period.

— Must be offered the ability to enroll by the beginning of the applicable initial
stability period if the employee averaged at least 130 hours a month in the initial
measurement period.

15




ACA DESIGNATIONS VS STATE EMPLOYEE
CLASSIFICATIONS

State Employee Classifications ACA Employee Designations

« Full-Time Employee: Regularly scheduled to * Ongoing Full-Time Employee: Employee who
work 40 hours per week. averaged at least 130 hours per month in the
prior standard measurement period.
« Part-Time Employee: Regularly scheduled to Ongoing Non Full-Time Employee: Employee
work less than 40 hours per week. who did not average at least 130 hours per month
in the prior standard measurement period.
New Full-Time Employee: New hire who is

 Temporary Employee: A new hire who can work

no more than 1500 hours a year on an reasonably expected to average at least 30 hours
intermittent basis. a week and is not a seasonal employee.
* New Part-Time Employee: New hire who is
State employees are eligible for benefits if they are reasonably expected to average fewer than 30
reqgularly scheduled to work for at least 20 hours a hours per week.
week. * New Variable Hour Employee: The State cannot

determine upon hire whether the employee will
average at least 30 hours a week over the initial
measurement period.

* New Seasonal Employee: New hire in a position
for which the customary annual employment is
six months or less and who commences working
at approximately the same time each year.

16



LOOKBACK MEASUREMENT / ONGOING EMPLOYEES

« The look-back method identifies ACA full-time employees in a current stability period
based on hours measured during a prior employment period (called the measurement
period).

» Employer determines a standard measurement period to look back at actual service hours. All
hours of service are averaged over the course of the measurement period.

Standard  The State’s standard measurement period runs from October 10t of every year through October

VEESTEES 9t of the following year.
Period

» Employer can use an administrative period (up to 90 days) between the standard measurement
period and standard stability period.

T  The State’s standard administrative period runs from October 10t of every year through
Administrative
Period December 31%t of every year.

» Hours measured during the standard measurement period determine full-time/part-time status in
a stability period.

SicUEICIIN « The State’s standard stability period runs from January 1stthrough December 31st of every year.
Stability Period

17



LOOK-BACK METHOD EXAMPLE
ONGOING EMPLOYEE

Oct. 10 Oct. 10 Jan.1 Jan. 1
2014 - 2015

Standard Measurement Admin. o .
- ' . Stability Period 1
w Period 1 Period 1
-
~
(&) 12 month look-back to determine 30+  Timed with = Same length as measurement period 1

hrs/week average OE (12 months)
Oct. 10 Oct. 10 Jan.1 Oct. 10 Jan. 1 Jan. 1
2015 - 2016
N Standard Measurement A :
. Stability Period 2

4 Period 2 y
(&)
>
(&)

12 month look-back to determine 30+
hrs/week average

18



INITIAL MEASUREMENT PERIOD FOR NEW HIRES WITH
ACA DESIGNATION AS PART-TIME, VARIABLE HOUR OR
SEASONAL

» The State is using an 11 month initial measurement period. )
» For employees hired on the 18t of the month, the initial measurement period
Initial begins on the date of hire.
Measurement » For employee’s hired on a day other than the 15t of the month, the initial
Period measurement period begins on the 15t of the month following the date of hire.

« After the initial measurement period ends, the State will have an additional two
month initial administrative period.
Initial * For employees who are not hired on the 15! of the month, additional .
Administrative administrative period time is available for the period between the date of hire
Period and the start of the initial measurement period. )

~

« The 12 month period following the initial measurement period and the initial
administrative period.

Initial Stability
Period y

19



EXAMPLES
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NEW EMPLOYEE WHO IS EXPECTED TO BE FULL-TIME
AT HIRE

10/10/14 10/10/15 1/1/16 1117

2014 / 2015
Standard Measurement

Admin.

Stability Period 1

E Period 1 Period 1
= 1
(&) i
> ;
© e

é

10/10/15 Joe’s hire date 10/10/16 1117 11/18
11/1/15
2015/ 2016
N Standard Measurement Admin. o .
. Stability Period 2
"_'nJ Period 2 Period 2 y
(&) !
> i
o :
10/10/16 1010117 1118
2016 /2017

™ Standard Measurement Admin.
"_'|J Period 3 Period 3
§.’ Joe’s first SMP
(&)

» Joe is hired by the State of Arizona on November 1, 2015 into a position in which he is regularly expected to work at least 30
hours a week.
» Joe remains employed this same position through 2018 and averages at least 130 hours every month.



NEW EMPLOYEE WHO IS EXPECTED TO BE FULL-

TIME AT HIRE

» Joe is hired by the State of Arizona on November 1, 2015 into a position in which he is regularly expected

to work at least 30 hours a week.

« Joe remains employed in this same position through 2018 and averages at least 130 hours every month.

Result for 2015, 2016 and 2017 Plan Year

» Joe is classified as a new full-time employee
under the ACA.

» Joe is measured under the monthly method until
January 1, 2018, almost two years after his hire
date, because this is the first stability period after
he completes one full standard measurement
period and administrative period.

» Under the monthly method, Joe is considered a
full-time employee for every month in which he
works at least 130 hours a month until January 1,
2018.

Result for 2018 Plan Year

Since Joe worked at least 130 hours in the
measurement period that began on October 10,
2016 and ended on October 9, 2017, Joe is now
an ongoing employee who is classified as a full-
time employee for the entire 2018 stability
period.

Joe is now an ongoing employee who is always
measured under the standard measurement
period.

22



ONGOING EMPLOYEE
POSITION

10/10/13 10/10/14 1115

2013 /2014

Admin.
Period 1

Standard Measurement

Period 1

CYCLE1

12 month look-back to determine 30+
hrs/week average

HIRED INTO A FULL TIME

12/31/15

Stability Period 1

Same length as measurement period 1
(12 months)

23



ONGOING EMPLOYEE HIRED INTO A FULL TIME POSITION
(CONTINUED)

Result for 2015

 lanis classified and reported as an ACA full-time employee for the entire 2015 stability period because he
averaged at least 130 hours a month during the prior measurement period (10/10/13 through 10/9/14).

« If lan is not offered qualifying coverage for all of 2015, the State can be subject to ESR assessments.

24



ONGOING EMPLOYEE HIRED INTO A FULL TIME
POSITION TRANSFERS TO PART TIME POSITION

10/10/13 10/10/14 11/15 11/16
2013 /2014
Standard Measurement Admin. Stability Period 1
E Period 1 Period 1
-
Q
(&) Timed with
OE
Jennifer’s change in
10/10/14 status 1/15/15 10/10/15 1/1/16 1117
*
2014 / 2015
N Standard Measurement Admin. o .
u Period 2 Period 2 =lalllly Seiiee) 2
(&)
>-
(@]

» Jennifer has been employed with the State of Arizona as a full-time employee who is regularly scheduled to work 40 hours a
week since May 2, 2012.

« Jennifer averaged at least 130 hours a month during the measurement period that began on October 10, 2013 and ended
October 9, 2014.

» Jennifer has a change in status so that effective as of January 15, 2015, she will be regularly scheduled to work only 15
hours a week.

» Jennifer does not work more than 15 hours a week from January 15, 2015 through December 31, 2015.

25



ONGOING EMPLOYEE HIRED INTO A FULL TIME POSITION
TRANSFERS TO PART TIME POSITION (CONTINUED)

 Jennifer has been employed with the State of Arizona as a full-time employee who is regularly scheduled
to work 40 hours a week since May 2, 2012.

« Jennifer averaged at least 130 hours a month during the measurement period that began on October 10,
2013 and ended October 9, 2014.

 Jennifer has a change in status so that effective as of January 15, 2015, she will be regularly scheduled to
work only 15 hours a week.

 Jennifer does not work more than 15 hours a week from January 15, 2015 through December 31, 2015.

Result for 2015 Plan Year Result for 2016 Plan Year

« Jennifer is classified as an ACA full-time « Jennifer is NOT classified as an ACA full-time
employee for the entire 2015 stability period employee for the entire 2016 stability period
because she averaged at least 130 hours a because she did not average at least 130 hours
month during the prior measurement period a month during the prior measurement period
(10/10/13 through 10/9/14). (10/10/14 through 10/9/15).

« If Jennifer is not offered qualifying coverage for » The State will not be subject to any ESR
all of 2015, the State can be subject to ESR assessments for not offering Jennifer qualifying
assessments. coverage in 2016.

26



ONGOING EMPLOYEE HIRED INTO A FULL TIME
POSITION REDUCES WORK SCHEDULE

10/10/13 10/10/14 1/1/15 1/1/16

Standard Measurement Admin. Stability Period 1
E Period 1 Period 1
- i
o i
> i
o i
S
James’ change
in status
10/10/14 10/10/15 11/1/15 1116 1117
*
N Standard Measurement o .
. Stability Period 2
4 Period 2 y
(&)
>
(&)
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ONGOING EMPLOYEE HIRED INTO A FULL TIME
POSITION REDUCES WORK SCHEDULE (CONT’D)

Result for 2015 Result for 2016 Result for 2017

« James is classified as an ACA « James is classified as an ACA « James is NOT classified as an

full-time employee for the
entire 2015 stability period
because he averaged at least
130 hours a month during the
prior measurement period
(10/10/13 through 10/9/14).

If James is not offered
qualifying coverage for all of
2015, the State can be subject
to ESR assessments.

full-time employee for the
entire 2016 stability period as
well because he averaged at
least 130 hours a month
during the prior measurement
period (10/10/14 through
10/9/15).

If James is not offered
qualifying coverage for all of
2016, the State can be subject
to ESR assessments.

ACA full-time employee for the
entire 2017 stability period
because he did not average at
least 130 hours a month
during the prior measurement
period (10/10/15 through
10/9/16).

The State will not be subject to
any ESR assessments for not
offering James qualifying
coverage in 2017.
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EMPLOYEE HIRED INTO ONGOING PART-TIME

EMPLOYEE TRANSFERS

10/10/13 10/10/14 1/1/15

CYCLE 1

CYCLE 2

INTO FULL TIME POSITION

1/1/16

Standard Measurement ¢ Admin. ¥ Stability Period 1

; Period 1 A Period 1 A ;

¢ $ ‘e ¢
Suzi’s change in

10/10/14 status 1/10/15 10/10/15 1/1/16’

. .

Standard Measurement
Period 2

Admin. \
Period 2 £

Stability Period 2

1117

T SRR 3



EMPLOYEE HIRED INTO ONGOING PART-TIME EMPLOYEE
TRANSFERS INTO FULL TIME POSITION (CONTINUED)

30



ONGOING FULL-TIME EMPLOYEE GOES ON FMLA
LEAVE

10/10/13 10/10/14 1/1/15 11116

Standard Measurement Admin. Stability Period 1
E Period 1 Period 1 :
- i i
& i !
> ! !
o i !
é ¢
Leslie begins Leslie returns
10/10/14 FMLA 1/10/15 3/10/15 10/10/15 11116 1117
* L 4

Standard Measurement
Period 2

Stability Period 2

CYCLE 2




ONGOING FULL-TIME EMPLOYEE GOES ON FMLA
LEAVE (CONTINUED)

Result for 2015 Plan Year

 Leslie is classified as an ACA full-time employee for the entire 2015 stability period because she
averaged at least 130 hours a month during the prior measurement period (10/10/13 through 10/9/14).

» For the measurement period beginning on 10/10/14 and ending on 10/9/15, Leslie must either be
credited with her average weekly rate during her FMLA leave period or her measurement period should
be reduced by the length of her FMLA leave period.
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NEW EMPLOYEE WHO IS HIRED AS A VARIABLE
HOUR EMPLOYEE

IMP - June 15t 2015 to April 30 2016

ISP- July 1t 2016 to June 30 2017

I
=
< Employee’s Initial
@ ploy ; Initial Stability Period
Q Measurement Period
5
w o
5/15/15 6/1/15 4/30116  7/1/16 6/30/17
10/10/15 10/10/16 1117 12/31/17

'-_'|J SMP - October 10th 2015 to October 9t 2016

O 2017
7)) (>5 Begin measuring employee’s Admi
= hours with first standard . min. TF :

o Standard Stability Period
Q = e Standard Measurement Period Period y
S occurring after his start date. . .
Q C Elaine’s first SMP Elaine’s first SSP
ES
wao
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NEW EMPLOYEE WHO
HOUR EMPLOYEE

Result for 2015

Elaine is not eligible for benefits at
all in 2015 because she is hired into
an ACA variable hour position and
her hours are being tracked in the
initial measurement period.

Result for 2016

Elaine is not eligible for benefits
during the months of January
through June of 2016 because she
is still in her initial measurement
period and administrative period.

Elaine is eligible for qualifying
coverage as of July 1, 2016, the
start of her initial stability period
because she averaged at least 130
hours a month during her initial
measurement period.

IS HIRED AS A VARIABLE

Result for 2017 and beyond

Elaine is eligible for qualifying
coverage for all of 2017, which
includes the remainder of her initial
stability period and the standard
2017 stability period. This is
because she averaged at least 130
hours during her initial
measurement period and standard
measurement period.

Elaine is now considered to be an
ongoing employee because she
has completed one full standard
measurement period and
administrative period.

Elaine’s eligibility for benefits as of
1/1/18 will depend on her average
hours during the standard
measurement period that begins on
1010/16 and ends on 10/9/17.
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NEW EMPLOYEE WHO IS HIRED AS A VARIABLE
HOUR EMPLOYEE

IMP — May 1st 2015 to March 315t 2016

]
£
0 Employee’s Initial Admin. o o :
o Measurement Period Period Initial Stability Period
.
EO
S >
-0
4/1515 5/1/15 3/31/16  6/1/16 5/3117
10/10/15 10/10/16 11117 12/31/17

w SMP — October 20t 2015 to October 9t 2016

(&)
* (>_; Begin measuring employee’s
e hours with first standard . Admin. e .
i) , , Standard Stability Period
3‘5 measurement period occurring Standard Measurement Period Period y
E’ = after his start date. Jasmine’s first SMP Jasmine’s first SSP
w o

» Jasmine is hired by the State of Arizona on April 15, 2015 into a variable hour employee position.

» Jasmine averages at least 130 hours a month during her initial measurement period that commences on 5/1/15 and ends on
3/31/16.

» Jasmine does not average at least 130 hours a month during the standard measurement period that commences on 10/10/15
and ends on 10/9/16.
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NEW EMPLOYEE WHO

EMPLOYEE

IS HIRED AS A VARIABLE HOUR

Jasmine is hired by the State of Arizona on April 15, 2015 into a variable hour employee position.

Jasmine averages at least 130 hours a month during her initial measurement period that commences on 5/1/15 and ends

on 3/31/16.

Jasmine does not average at least 130 hours a month during the standard measurement period that commences on

10/10/15 and ends on 10/9/16.

Result for 2015

Jasmine is not eligible for benefits
at all in 2015 because she is hired
into an ACA variable hour position
and her hours are being tracked in
the initial measurement period.

Result for 2016

Jasmine is not eligible for benefits
during the months of January
through May of 2016 because she
is still in her initial measurement
period and administrative period.

Jasmine is eligible for qualifying
coverage as of June 1, 2016, the
start of her initial stability period.

Result for 2017 and beyond

Jasmine is eligible for qualifying
coverage until May 31, 2017, the
end of her initial stability period.

Jasmine is not eligible for coverage
from June 1, 2017 through
December 31, 2017 because she
did not average at least 130 hours
in the standard measurement that
commenced on 10/10/15 and
ended on 10/9/16.

Jasmine is now considered to be an
ongoing employee.

Jasmine’s eligibility for benefits as
of 1/1/18 will depend on her
average hours during the standard
measurement period that begins on
1010/16 and ends on 10/9/17.
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A NEW SHORT TERM HIRE

* Nicole is hired by the State on 2/3/15 to work on a special project that does not occur every year and is
only expected to be employed for five months.

* Nicole is expected to work at least 30 hours a week for the duration of her employment.

Result for 2015 Plan Year
» Nicole is considered to be an ACA full-time employee upon hire.

» Nicole cannot be subject to an initial measurement period because she is not a part-time, variable hour or
seasonal employee upon hire.

» Note that Nicole is not a seasonal employee even though her employment is only expected to last for five
months because this is not a position for which hires are made during the same time every year.

 If Nicole is not offered benefits by June 1, 2015, the State can be subject to assessments if Nicole obtains
subsidized coverage through the public exchange.

» Nicole must be reported as a full-time employee during her period of employment.



A NEW SHORT TERM HIRE WHO IS A SEASONAL
EMPLOYEE

g |
= i
c i e
. i Employee’s Initial o e :
m ! ploy ; Initial Stability Period
c : Measurement Period
%0 i
0 > !
(1] 1
- 0 i .
¢ ¢
Jason’s hire Jason’s termination 4/30116  7/1/16 6/30/17
w
-
O
[’ (>_; Begin measuring employee’s Admin
e hours with first standard - 5 T -
©
2= T S Standard Measurement Period Period Standard Stability Period
o occurring after his start date.
Q C Jason'’s first SMP Jason’s first SSP
ES
waow
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A NEW SHORT TERM HIRE WHO IS A SEASONAL
EMPLOYEE

Result for 2015 Plan Year

Jason is considered to be a seasonal employee because he is hired for a duration of six months or less
and into a position in which hires are made every summer.

Jason is subject to an initial measurement period that commences on 6/1/15 and ends on 4/30/16.

Jason will not average at least 130 hours a month during his initial measurement period and will not be
entitled to benefits during the term of his employment.

The State does not have to report Jason as being a full-time employee in 2015 and will not be subject to
any ESR assessments for not offering Jason qualifying coverage.
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RETURN TO
WORK/REHIRE RULES

h




DETERMINING FULL-TIME EMPLOYEE STATUS
USING LOOK-BACK METHOD
RETURN TO WORK/REHIRE

Was break in service for 13
consecutive

weeks or more?

Yes

Treat as new hire (new initial Treat as continuing employee in current
measurement period if variable, measurement/ stability period.

part-time or seasonal; new waiting : :
period may apply if full-time). Was ungzlt?/ '(ﬁg‘r’,‘;;mLu‘%pgisdEgg‘%,f)’; for jury

Yes

Exclude "special unpaid leave"
period from measurement period or

Count hours as zeros during unpaid
leave in current measurement

credit certain hours during leave period.




REHIRE WITH BREAK IN SERVICE THAT IS LESS
THAN 13 WEEKS

10/10/13 10/10/14 11/15 1/1/16

Standard Measurement Admin. Stability Period 1
Wy Period 1 Period 1
-
O
>
(&) ! !
Melissa ¢ ‘
terminates ~ Melissa
10/10/14 employment 'ehired L0, 10415 11116 1117
6/6/15 o Y15
N Standard Measurement Stability Period 2
Y Period 2
o
>
o

Melissa, an ongoing full-time employee of the State, terminates from employment on June 6, 2015.

Melissa had averaged at least 130 hours a month during the prior measurement period that began on
10/10/13 and ended on 10/9/14.

Melissa is rehired with the State on August 10, 2015, as a part-time employee scheduled to work 15 hours
a week.




REHIRE WITH BREAK IN SERVICE THAT IS LESS
THAN 13 WEEKS

Result

» Melissa must be offered medical benefits as of September 1, 2015 because Melissa’s break in service
was less than 13 consecutive weeks and she is treated as a continuing employee as of her rehire date.

» Since Melissa was classified as an ACA full-time employee prior to her termination and is treated as a
continuing employee upon her rehire, she retains that ACA full-time classification until the end of the 2015
stability period.

» Melissa’s eligibility for benefits as of 1/1/16 will depend on how many hours she averages over the
standard measurement period that begins on 10/10/14 and ends on 10/9/15. Melissa will be credited with
0 hours during her break in service because the break was not due to a protected leave.
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Employer’s
Standard
CYCLE

Andrea’s Initial
CYCLE

REHIRE WITH BREAK IN SERVICE THAT IS GREATER
THAN 13 WEEKS

Andrea Andrea
terminates rehire
1/1/15 6/6/15 11/15/15 11 /16

Standard Stability Period

12/1 /15 10/31/16 1117 12/31/17

Initial Measurement Admin. Initial Stability Period

Period Period

» Andrea, an ongoing full-time employee of the State, terminates her employment on June 6, 2015.

» Andrea had averaged at least 130 hours a month during the prior measurement period that began on
10/10/13 and ended on 10/9/14.

» Andrea is rehired with the State on November 15, 2015, as a part-time employee scheduled to work 15
hours a week.
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REHIRE WITH BREAK IN SERVICE THAT IS GREATER
THAN 13 WEEKS

» Andrea, an ongoing full-time employee of the State, terminates her employment on June 6, 2015.

» Andrea had averaged at least 130 hours a month during the prior measurement period that began on
10/10/13 and ended on 10/9/14.

» Andrea is rehired with the State on November 15, 2015, as a part-time employee scheduled to work 15
hours a week.

Result

» Andrea is treated as a new hire as of November 15, 2014 because her break in service was longer than
13 consecutive weeks.

» Since Andrea is being hired into a part-time position, she is not eligible for benefits as of the date of hire.

» Andrea is subject to an initial measurement period that begins on 12/1/15 and ends on 10/31/16.
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ACA REPORTING
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ACA REPORTING BEGINS IN 2016

Minimum Essential Employer Shared 2016 Due

Coverage (§6055) Responsibility (§6056) Dates
Enforce individual mandate§ Enforce employer mandate

Validate public exchange premlum subsidy eligibility

Every entity providing Every large employer
MEC to an individual. ~with 50 or more full-time
. or equivalent employees.

Include all covered _Include each full-time Extended
individuals enrolled in ~ employee. E-file: June 30™
MEC. 12016

Paper: May 31st
2016

If filing at least 250 Forms 1095-C, must E-file.

.......................................................................................................................................................................................................................................................................................................

To each “responsible . Each employee who . Extended to
individual” who enrolls | was full time for at least = March 31s!
self or others in MEC. - one month during 12016
reporting year.



INFORMATION THAT MUST BE REPORTED
ESR REPORTING (6056)?

Aggregate Data Individual Full-time Employee Data

- Name, address, and EIN of employer; « Name, address, & SSN of each full-

contact person information. time employee.

« Certification whether employer offered  * Coverage under MEC, by month (as
full-time employees and dependents applicable); to which dependents was
MEC; months available. coverage offered.

« Number of employees/full-time « Employee share of lowest cost
employees, by month. minimum value (MV) self-only coverage

offered employee (if any), by month.

- If coverage not offered, whether ESR
exception applies.

» Whether affordability safe harbor met.
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FORM 1095-C ‘
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FORM 1095-C PART

CODES

Complete only if code 1B, 1C, 1D or 1E is
entered in any box on Line 14.

1A

MEC providing affordable (based on FPL safe harbor), MV
coverage offered to full-time employee, and at least MEC

MEC not providing MV offered to employee, employee
spouse or dependents, or employee, spouse and

Offer of coverage to an employee not a full-time employee
for any month of the calendar year and who enrolled in self-

Qualified Offer Transition Relief 2015: employee (and
spouse or dependents) received no offer; received non-
qualifying offer or received qualifying offer for less than 12
months.

INDIVIDUAL STATEMENT

Employee not employed on any day of
the calendar month

Employee in limited § 4980H(b) limited
non-assessment period (IMP or waiting
period).

Rate of pay safe harbor for affordability.

Non-calendar year transition relief



FORM 1095-C INDIVIDUAL STATEMENT

Example: Elaine
» Elaine is hired by the State of Arizona on May 15, 2014 into a variable hour employee position.

» Elaine averages at least 130 hours a month during her initial measurement period that commences on
6/1/14 and ends on 4/30/15.

» As of 7/1/15, Elaine and her family are offered coverage under a minimum value plan and the cost of EE
only coverage is affordable under FPL safe harbor. Elaine enrolls in the coverage as of July 1, 2015 and
remains covered through the end of 2015.

Xl Employee Offer and Coverage

All 12 Months Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

14 Offer of Coverage 1H 1H 1H 1H 1H 1H 1A 1A 1A 1A 1A 1A

(enter required code)

15 Employee Share of
Lowest Cost Monthly
Premium, for Self-Only
Minimum Value

Coverage

16 Applicable Section

4980H Safe Harbor 2D 2D 2D 2D 2D 2D

(enter code, if applicable)

XM Covered Individuals
If Employer provided self-insured coverage, check the box and enter the information for each covered individual. [
(c) DOB (If | (d) Covered (e) Months of Coverage
(a) Name of covered individual(s) (b) SSN SSNis not all12

available) months Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

17 i

Elaine Soza 123-76-5671 X X X X X X
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FORM 1095-C

Example: Melissa

» Melissa averaged at least 130 hours a month during the standard measurement period that began on

INDIVIDUAL STATEMENT

10/10/13 and ended on 10/9/14.

« As of January 1, 2015, Melissa and her family are offered coverage under a minimum value plan and the

cost of EE only coverage is affordable under FPL safe harbor. Melissa enrolls in such coverage.
« Melissa terminates from employment on June 6, 2015 and is not eligible for coverage on and after June 15,

2015 (i.e., next payroll period after termination from employment).

» Melissa is rehired with the State on August 10, 2015, as a part-time employee scheduled to work 15 hours a
week. Melissa is not offered any benefits upon rehire.

IEZXT Employee Offer and Coverage

All 12 Months Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec
14 Offer of Coverage
(enter required code) 1A 1A 1A 1A 1A 1H 1H 1H 1H 1H 1H 1H
15 Employee Share of
Lowest Cost Monthly
Premium, for Self-Only
Minimum Value
Coverage
16 Applicable Section
4980H Safe Harbor 2B 2A 2D
(enter code, if applicable)
m Covered Individuals
If Employer provided self-insured coverage, check the box and enter the information for each covered individual. O
(c) DOB (If | (d) Covered (e) Months of Coverage
(a) Name of covered individual(s) (b) SSN SSN is not all 12
available) months Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec
17
Melissa Morgan 541-44-5551 X X X X X X

18
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FORM 1094-C ‘
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FORM 1094-C TRANSMITTAL - PARTS | AND 11
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EMPLOYER SHARED RESPONSIBILITY REPORTING

FORM 1094-C TRANSMITTAL

[ ALE Member Information—Monthly

(&) Minimum E=zsential Coverage

Oter noair eI | BESLORCS | ei | S
Yes hh\\

23 All12 Months E [] \ ]

24 Jan il ] \ ]

25 Feb | ] Column (a): For each calendar
month in 2015, an employer that

26 Mar | ] offers health coverage to at least 70%
of its full-time employees (and their

27 Apr [ ] ] dependents) may enter an “X” in the
“Yes” checkbox.

- e ] [l J

29 June |:| |:| |:|

30 July || ] ]

31 Aug il ] ]

Al =l | [ | ]

3 oo ] ] u

34 Nov [ | ] ]

% De O O O
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EMPLOYER SHARED RESPONSIBILITY REPORTING
FORM 1094-C TRANSMITTAL

[ ALE Member Information—Monthly

(=) M'"'mc”m” Elﬂndi';gi'fwmge {b} Full-Time Employes Count {c) Totsl Employee Count | (d) Aggregated (e} Section 4350H

for ALE Membar for ALE Membar Group Indicator Transition Relisf Indicator
pd

Yes Mo

23 All12 Months ] | / O

A

2 e O /\2/ O
25 = ,/ = u
Column (b): Enter the number of
26 full-time employees for each month, H
but do not count any employee in a
27 limited non-assessment period. |
2 May O O O
29 Jung |:| |:| I:'
30 July |:| |:| |:|
Y Aug il ] ]
@ s O O O
B 0w ] ] ]
= O O O
% o O O O




EMPLOYER SHARED RESPONSIBILITY REPORTING

FORM 1094-C TRANSMITTAL - PART

12021k

sz

Form 1004-C (2015)
EZAl ALE Member Information—Monthly

(a) Minimum Essential Coverage
(b) Full-Time Employee Count
Offar Inicator for ALE Member

Yes No

(c) Total Employee Count
for ALE Member

(d) Aggregated
Group Indicator

{e) Section 4080H
Transition Relief Indicator

23 All 12 Months D D

AN

O

Columns (a & b) /

« Employees in “limited non-assessment periods” aren'’t /

full-time on 1094-C.

— Includes:

- First month of employment for hire dates other

than first of month.

- For full-time employees at hire, up to 3 full

calendar months after month of hire with waiting
period.

- For variable hour, part-time or seasonal (if
employer using look-back measurement method)

initial measurement period + initial administrative

Oojooo|jo|/bojo|ojojo|o|o

period.

Form 1094-C (2015)
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EMPLOYER SHARED RESPONSIBILITY REPORTING
FORM 1094-C TRANSMITTAL

Example: Pete

» Hired January 15, 2015,
expected to be full-time.

* Pete and children
offered at least MEC
April 1, 2015.

Form 1094-C (2015)

12021k

9.992

25 141l] ALE Member Information—Monthly

O G| mrazmmpomeen | WTEmpmten | QIO | e
23 All'12 Months O O ]
2 uan 0 O Column (b)
o re /= 0 /| January -
S - - March
——— - Exclude Pete
in full-time
Column (a) m employee
January — Ma_rch = count.
Exclude Pete in
determining if 70% | C =
of full-time O -
employees (for O 0
2015) have been - O
offered MEC.
O ]
35 Dec O [ O

Form 1094-C (2015)
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EMPLOYER SHARED RESPONSIBILITY REPORTING
FORM 1094-C TRANSMITTAL

[ ALE Member Information—Monthly

(=) Mimm;?g%:;‘;ﬂﬁ"f“mge {b} Full-Time Employes Count (c) Total Employee Gount | (d) Aggregated (e} Section 4350H
— o~ for ALE Member IcrALE Member Group Indicator Transition Relief Indicator
23 All 12 Months |:| |:| \ |:|
= Gl | [ | \ Column (c) Total employee count
\ includes all employees, including full-
25 Feb || L] time, part-time, temporary, employees
in a limited non-assessment period
26 Mar il ] etc. The total count can be
calculated on any one of the following
21 Agr || ] dates so long as the same day is
used for all months of the year:
28 May ] ] + The first day of each month;
» The last day of each month;
29 June il u « The 12t day of each month;
» The first day of the first payroll
30 July W o period that starts during each
month; or
a1 Aug O] H » The last day of the first payroll
period that starts during each
o Sept 7 u month (provided that for each
month that last day falls within the |
- ik & u calendar month in which the payroll
period starts).
I O O [T
% De O O O




EMPLOYER SHARED RESPONSIBILITY REPORTING
FORM 1094-C TRANSMITTAL

[ ALE Member Information—Monthly

e Mt sl e ull-Time Em e Coun ic) To e Courn ate &) Section
R e, ol "f; ,au_llzE ME:'?ber s || ]Tfutfj A?Eprfﬂ?rﬁbeeo ; u{adrﬁﬁﬁéﬁfr Triu:jtio: Hell::ﬁllz"l';icamr
Yes Mo s
L~

23 All12 Months B [] / ]
24 Jan |:| |:| / I:'
25 Feb ] Column (d): Must complete this []

column if an employer checked “Yes”
26 Mar ] in line 21, indicating that, during any ]

month of the calendar year it was a
27 Apr i member of an Aggregated ALE n

Group.
28 May L] ]
29 June |:| |:| |:|
30 July [ ] ] ]
a1 Aug il ] ]
a2 Sard | [ | ]
33 Oct Bl [] []
34 Mov [ ] ] ]
% De O O O




EMPLOYER SHARED RESPONSIBILITY REPORTING
FORM 1094-C TRANSMITTAL

[ ALE Member Information—Monthly

e Mt sl e ull-Time Em e Coun ic) To e Courn ate &) Section
_ R e, _ ol "f; ,au_llzE ME:'?berG E | ]Tfutfj Eﬁﬂ?;becro : éﬁ;ﬁﬁﬁr -rr{a:ssrm: Hell::ﬁllz"l';icamr
23 All12 Months ] ] ] L
/
_—

24 Jan |:| |:| / I:'
® R m Column (e): If ALE with 100 or more [
- - full-time employees is subject to an

- [ assessable payment under section L

4980H(a) in any month, Code B

2z her [ should be entered in column (e). [
s vy O O O
29 June |:| |:| |:|
30 July [ ] ] ]
a1 Aug il ] ]
a2 Sard | [ | ]
B ox ] ] ]
34 Mov [ ] ] ]
% oe O O O




FORM 1094-C TRANSMITTAL - PART IV

120315

Form 1004-C RO s 3
mdwmm

Enter T names and ElNs of Cthar ALE Membars of the Aggregeted ALE Group (who ware mamisens ot any time during the calendar year).

Hame EIN Hame EIN
3 1|
LIl 52
3= &3
e 4
40 55
41 SE
4 T4
33 55
4 L)
4= =
4= 3 |
4T 2
45 &2
L =3
S0 &5

Form 18- poay



